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Shares Listed 

Shares Issues Listed . : 

Par Value of Bonds Listed . 

Bond Issues Listed ; 

Total Stock and/or Bond Issuers . 

Market Value of Listed Shares 

Market Value of Listed Bonds ‘ 

Market Value of All Listed Securities 

Flat Average Price—All Share Issues A 

Shares: Market Value ~ Shares Listed A . 

Bonds: Market Value — Par Value A 

Stock Price Index (12/31/24 = 100) AB . 

Member Borrowings on U. S. Gov't Issues 

Member Borrowings on Other Collateral . 
Per Cent of Market Value of Listed Shares 

Member Borrowings—Total 

N.Y.S.E. Members’ Branch Offices 

Total Non-Member Correspondent Offices 

Customers’ Net Debit Balances CD . , 
Credit Extended on U. S. Gov’t Obligations . 

Customers’ Free Credit Balances CD 


DATA FOR FULL MONTH 


Reported Share Volume . 
Ratio to Listed Shares ca 
Daily Average (Incl. Saturdays) . 
Daily Average (Excl. Saturdays) . 
Total Share Volume (Incl. Odd Lots) F 
Money Value of Total Share Sales F 
Reported Bond Volume (Par Value) 
Ratio to Par Value of Listed Bonds . 
Daily Average (Incl. Saturdays) . 
Daily Average (Excl. Saturdays) . 
Total Bond Volume (Par Value) F . 
Money Value of Total Bond Sales F 
N.Y.S.E. Memberships Transferred . 
Average Price 


Shares in Short Interest F . 
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1947 1946 

July June May July 
1,847 1,879 1,814 1,719 
1,359 1,352 1,354 1,304 
137,563 137,058 137,019 136,596 
916 914 914 946 
1.208 1,203 1,198 1,194 
69,365 66,548 63,646 79,132 
140,763 140,148 140,426 141,407 
210,128 206,696 204,072 220,539 
50.24 49.01 47.90 60.33 
37.55 36.38 35.08 46.04 
102.33 102.25 102.49 103.52 
80.3 77.3 74.4 95.8 
104 206 130 242 
209 210 180 356 
0.30 0.32 0.28 0.45 
313 416 310 598 
910 908 905 885 
2,640 2,612 2,602 2,558 
550 530 745 
62 63 109 
651 652 653 
25,473 17,483 20,616 20,595 
1.39 0.96 1.14 1.23 
Note G Note G 825 Note G 
1,158 833 901 936 
22,676 26,864 28,602 
666,936 736,153 1,007,308 
96,661 70,077 82,526 79,886 
.070 O51 -060 .058 
Note G Note G 3,301 Note G 
4,394 3,337 3,661 3,631 
78,115 90,458 85,918 
58,248 63,880 69,459 
9 ? 5 2 
62,143 51,333 56,000 84,000 
8/15/47 7/15/47 6/17/47 8/15/46 
1,419 1,540 733 
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alues are based 

; s on all of the ind; : 
amounts he : e indicate 
a ts thereof which are included in th as issues and 
nd; such issues and am e€ list at month- 


| ounts vary from month to month, 
B—Adjustment made to compensa 


split-downs and stock diiiend. only for stock split-ups, 





D—Beginning with December 31 1945 
img was revised so as to com ; 


: the method of report- 
tion submitted to the Federal 


Pare with similar informa- 
Reserve Board. 


F—Based on ledger dates, 
G—N.Y.S.E. 





R—Revised. 
closed on Saturdays during June and July. 
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BURDEN OF HIGH COSTS 


A GLANCE at the statistics of corporate 
net income on the next page supplies 
an immediate impression (see the right- 
hand column) which is directly at vari- 
ance with the broad results displayed by 
a comparison of 1947 figures with those 
of 1946. That is, it is seen that gains or 
declines are omitted in three prominent 
categories of stocks listed on the New 
York Stock Exchange . automotive, 
electrical and railroad . . . because deficits 
occurred in the first half of last year. 

It is to be noted, also, that a number 
of impressive group gains in net income 
this year derived from the fact that the 
1946 operations of a great many corpora- 
tions were not as profitable as they might 
have been had none of the protracted 
labor disputes of January-June, 1946, 
ocurred; if it had been easier to get 
deliveries of raw materials, new equip- 
ment, finished parts and so on. 


Production Improves 


The statistical showing is significant, 
nevertheless, in -that the 1947 record 
shows how profits are made when labor 
is generally cooperative, deliveries of 
materials and parts freer, and the de- 
mand—backed up in part from 1946— 
eager. After allowing for a multitude of 
handicaps on plant operations, the fact 
that aggregate product of 402 listed cor- 
porations revealed nearly double the net 
income of last year’s comparable period 
shows that costs were pretty well offset 
by sales prices of goods and services. 
Possibly this was not the case with the 
ive groups which disclosed profits under 
those of 1946; retail merchandising, for 
txample, enjoyed a large turnover, yet a 
drop of 23 per cent was experienced in 
net income this year. 

A generally prosperous half-year was 


wre 










Volume 


HELPS TO LEVEL OFF 


noted in the fact that 97 per cent of the 
individual companies reported upon 
made a profit, while 77 per cent did 
better than a year before. The 402 com- 
panies of the tabulation comprise ll 
those whose official reports were made 
public in time for the statistics to appear 
in this issue of the magazine. As up- 
ward of 960 concerns have their equities 
on the Stock Exchange, the statistics are ! 
to be considered rather as a barometer 
of general tendencies than as a complete 
story. 

Examined in detail, group results show 
some interesting developments and also 
some striking differences. The steel, iron 
and coke roster, with a net income rise 
of more than 155 per cent was rather 
closely paralleled by the 148.8 per cent 
upturn of the machinery and metal indus- 
tries. The heavy industries, that is, surged 
forward strongly after a more or less 
sluggish performance so far as profits 
went in 1946. Reference to the labor 
picture of early 1946 offers an explana- 
tion, in part, inasmuch as steel produc- 








GENERAL MOTORS & EWING GALLOWAY PHOTOS 


tion was hampered then by a severe labor 
stoppage. All the 28 steel and related 
corporations were profitable and all ex- 
cept one did better than a year before. 
The improvement of railroad results 
has been notable, month by month, since 
January 1 this year. Although a com- 
parison of the two years is omitted be- 
cause of last year’s deficit, it is seen that 
37 of the 41 members of the group had a 
profit and 38 gained over the 1946 re- 
sults. Wage increases and the rise of 
materials’ costs bit into rail net a year 
before, but this year the benefit of a 17 
per cent increase of freight rates, plus a 
continued large traffic volume, acted to 
bring many lines from red ink into black. 
The 24 petroleum companies included 
in the statistics not only were all in the 
black by large margins but every one 
scored a profit improvement over last 
year. Reports from the oil trade indicate 
that, despite a daily production of more 
than 5,000,000 barrels of crude _petro- 
leum, the refiners are unable to make any 
marked additions to the stocks of oil 
goods for sale to the public. The unpre- 





cedented demand has caused widespread 
fears among consumers of fuel oil, and 
of other refined products in some locali- 
ties, that shortages may become serious 
by winter. Analyses have been made 
which indicate that, while short supplies 
may occur here and there, such an event 
would be more the result of inadequate 
means of transportation than of an actual 
paucity of oil and its derivatives. 


Impressive Rise in Oil Revenue 


The 72.4 per cent rise of oil company 
net revenue supplies one of the most 
impressive displays in the statistics, for 
throughout 1946 the trade was also work- 
ing close to capacity. What is startling 
to a layman is information coming from 
the industry that the so-and-so refinery 
at Baton Rouge or elsewhere is producing 
at the rate of 105, or 110 or even 115 
per cent of rated capacity. It is com- 
monplace, also, when talking to petroleum 
production men to learn that great re- 
fineries working day and night have been 
unable for months on end to add any- 
thing, or very little, to stocks. 








NET INCOME OF 402 COMPANIES HAVING COMMON STOCK 
LISTED ON THE NEW YORK STOCK EXCHANGE 


First Six Months of 1947—By Industrial Groups 


Number 

Number Showing 

Reporting Net Profit: 

Industry oe “a 
Automotive P 30 27 
Building . .... 16 16 
Business & Office Equip. . 5 5 
Chemical , 37 37 
Electrical Equipment. . 8 8 
Financial 16 15 
Food ‘ 23 23 
Garment Manufacturers . 3 3 
Leather & Shoe Mfrs. . . 3 3 
Machinery & Metals 16 44 
a 12 12 
Paper & Publishing . 16 16 
Petroleum ‘ — a 24 
Mmamwes@ =. st tt ew ew @ 37 
Retail Merchandising — 20 
a a oe 6 
Steel, Iron & Coke 28 28 
Textile eee Be 13 
Tobacco... . a 4 
Transportation Services 3 3 
Utilities . 22 22 
Foreign Companies * 4 4 
Other Companies 21 21 
Total . 402 391 

* Canadian companies only. 2 Deficit in 1946. 


Number 
Showing Per Cent 
Improvement Change in 
(Ist 6 Mos. Estimated Group Net Income 
1947 vs. Group (ist 6 Mos. 1947 
ist 6 Mos. Net Income: vs. Ist 6 Mos 
1946) ist 6 Mos. 1947 1946) 
27 $203.507.000 # 
15 34,658,000 +109.2% 
4 21,237,000 -+119.5 
24 190.538,000 + 28.9 
8 66.984.000 = 
9 8,340,000 — 19.6 
16 101,801,000 + 21.1 
2 1.231.000 — 6.0 
2 9,162,000 +139.9 
11 66.287.000 +148.8 
10 19,337,000 -100.0 
13 40.856,000 + 96.9 
24 226,837,000 + 72.4 
38 147.029,000 # 
4 29,078,000 — 23.2 
4 29.713,000 + 10.2 
27 197,958,000 +155.3 
9 14,228,000 + 58.5 
2 2.201,000 + 24.6 
2 1,116,000 — 38.1 
10 196,655,000 — 8.3 
3 18,269.000 + 43.5 
15 54,898,009 + 25.4 
309 $1,681,920.000 + 97.9% 











Another comparison of this year and) 


last which offers a strong contrast be." 


tween the two periods is that of the paper 
and publishing roster. Here, too, business 
was good in early 1946, retarded some- 
what by shortages of raw material and 
finished goods but reflecting active news- 
paper, magazine and book publishing 
and a constant pressure upon publishers 
for printed material of many kinds, con- 
etc. The fact that net income 
gained nearly 97 per cent this year 
counterbalanced in a practical way many 
reports that the call for advertising space 
was tapering off early this year. 

To a lesser degree than the foregoing, 
rumors of a slackening in the demand 
for textiles appear to have been more 
than “discounted” by the 58.5 per cent 
rise of net among companies of this 
classification. In point of emphasis, it 
might be worth stating that the statistics 
deal with net profits; gross profits were, 
of course, swollen in many corporate 
instances this year by higher prices for 
goods sold, but to a greater degree net 
income was directed by increased volume 
of the business put through. The rubber 
group was one in which consistently sus- 
tained volume occurred and profits were 
not materially aided by advanced sales 
prices, at the same time that wage and 
other costs gained ground. The 10.2 per 
cent increase of net income was rather 
moderate when compared with most of 
the other groups showing advances for 
the six months. 


tainers, 


Mine Earnings Improve 


The mining category was aided by the 
steady large demand for coal, among 
other products, and the settlement of a 
protracted copper strike was a factor in 
the doubling of mining company net. The 
food companies, with a 21.1 per cent 
rise, traced the enormous demand for 
products which they manufactured and 
distributed. It may be-a moot question 
whether the passing of the O.P.A. furthered 
the distribution of food materials, but 
the record appears to suggest that dis- 
tribution was enlarged substantially this 
year. Building construction and mate- 
rials’ concerns scored a great advance, 
countering in net income, at least, the 
publicity about difficulties which builders 
experienced in getting supplies. 

Leather and shoe manufacturing com- 


panies, although few in number in the | 


statistics, stood among the leading groups 
in respect to the percentage gain of net 
income. The figures indicate that profit 
margins were well sustained in the face 
of rising costs. 
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ARELY has the securities market en- 


countered so many shifts in senti- 
ment in a single year as in 1947. The 
year started on a note of doubt with in- 
vestors mindful of the drastic share price 
decline of only a few months earlier in 
the autumn of 1946, The widespread pre- 
dictions of a business recession added to 
their discouragement. 

Yet scarcely a month later, on Febru- 
ary 8, equities reached a rally top of 
84.49 on the Dow-Jones industrial aver- 
age. which led some market technicians 
to see the preceding decline as only an 
interruption of the bull market. At least 
one industrialist, F. D. Newbury of West- 
inghouse Electric Corporation, claimed 
that economists “were pulling the wrong 
rabbits out of the hat” in forecasting a 
business recession for 1947. 

When the February rally failed to hold, 
the resulting pessimism rivaled that of 
the dark days of last October. In the 
still rising trend of commodity prices 
and in the continuing high cost of living 
observers found only parallels with the 


conditions which led to economic col- 
lapse after World War I. 
Turn Upward in May 
Yet a scant three months later. in 


May, stocks again were on their way up. 
The recession had not arrived on sched- 
ule; instead earnings of most corpora- 
tions were continuing at substantial levels. 
Any thought that wages and prices had 
completed their spiral was shattered on 
July 8 with the terms of the new coal 
wage agreement. By the end of the month 
the price of bituminous and anthracite 
coal had gone up; steel makers had 
raised the price of their product from $5 
to $10 a ton, depending upon the kind 


of steel and the stage of manufacture. 
In the first week of August, General 
Motors, Packard and Kaiser-Frazer raised 
the prices of their cars. A new upward 
loop was being formed in the spiral at 
increasing speed and spread. 
Stock-market-wise, the alternating up- 
ward and downward swings of equity 
prices recalled a theory developed some 
years ago concerning securities movements 
in inflationary periods. The conclusion was 
that as inflation proceeded, stock-market 
swings became increasingly violent, with 
stocks selling for a time for what seemed 


ing Trends__. 


ky Levels 


See: 





to be far below reasonable prices and 
then just as suddenly retracing and sell- 
ing at inflated levels. 

The current market background, plus 
the ingredients of inflation, make it re- 
warding to inquire closely into the exact 
nature of the February and July tops of 
the market. At the time of the February 
peak, a majority of observers hastened 
at once to point out its highly selective 
nature. Shares of many companies which 
came into prominence in war production, 
as well as of certain consumer-goods con- 


(Continued on page 8) 








v 



















Comparison of February 8 and July 24 Prices 


Feb.8 July 24 Feb.8 July 24 
Arrcrart Mec. High High Farm EquipMeENtT High High 
Boeing Airplane 20%, 16% J. I. Case ea 39 40 
Consol. Vultee 17% 1256 Caterpillar Tractor . . . 64 61% 
Grumman Air. Eng. 26% Deere & Co. 14 4234 
Lockheed Aircraft 1914 13% Inter. Harvester . . . . $i 92% 
United Aircraft . . . . 20 20% Oliver Corp. 2554 2236 
AUTOMOTIVE PETROLEUM 
Chrysler Corp. . ... 52%* 61% Continental Oil 39% 48 
General Motors . 65 6134 Gulf Oil oe + ae 7256 
Hudson Motor Car 201% 17% Stand. Oil Calif. s- » Se 63 
Mack Track ; 565% 2% Stand. Oil (N. J.) 693g 80 
Packard Motor ... . 7% 556 The Texas Co. . 591, 68 
CHEMICALS Rat EquipMeNtT 
Abbott Laboratories « = ee 82% Amer. Car & Fdry. 5414 5] 
Allied Chemical 179 196 Amer. Locomotive 293%, 24% 
Dow Chemical 137% * 423, Lima Locomotive cee ee 574 
du Pont os 193 192 Pullman Ince. - - « 60% 56% 
Union Carbide . .. . 99 109% Westing. Air Brake . . . 35 3638 
ELectricaL EquirMENT STEEL 
Allis-Chalmers . . . 391% Bethlehem Steel 98y, 921, 
Emerson Ele«trice ete 13% Inland Steel 4014, 38 
General Ele«:ric 3934 39 Jones& Laughlin . . . 39 3434 
Sylvania Electric cee Se 24 Republic Steel 3056 28% 
Westinghouse Electric 2834 301% oe ee ee ee 764 
' *Adjusted for split 





¢¢4 PICTURE is worth 10.000 words!” 

LX This ancient Chinese proverb is 
applicable to modern stock market charts, 
which alert investors are finding essen- 
tial as an adjunct to investment analysis 
in order to obtain a full “picture” of 
public psychology. 

The broad-gauge investor requires such 
a picture because he recognizes that the 
public buys and sells securities not onl) 
on a current earnings basis but also on a 
Value 
price are distinctly and radically differ- 
ent. The value of a stock is its worth in 
the economic cycle as determined by com- 


prospective earnings basis. and 


petent statisticians, The price of a stock 
reflects public opinion. Therefore, the in- 
vestor, who is having a most difficult time 
planning a safe investment course in these 
days of social unrest. high taxes, depreci- 
ated currencies and revolutionary changes, 
know at all times what the 
public is thinking. Thus, he is aided in 
anticipating of optimism or 
pessimism. 

\ chart is a graphic record of price 


needs to 


excesses 


change and attendant volume of buving 
and selling. It is nothing more than that. 
It holds no secrets and offers no prophe- 
cies. Charts are of value because they re- 
flect conditions of many kinds. They act as 
a sentinel for the wise and a siren for the 
reckless It is simply that picture which is 
worth 10,000 words. 

The investor uses charts to inform him- 
self about conditions and bases his trans- 
actions on those conditions. The moment 
he forgets the intermediate steps and 
bases his transactions only on charts, he 
is taking the first step toward losing 
capital, There are today thousands of 
persons who spend 10 to 15 minutes daily 
drawing a few lines on graph paper and 
rate themselves as chartists. The serious 
student of the technical approach devotes 
a large share of a day’s work, and many 


By 


hours, to studying the rounded technical 
phases of his work. 

Charts have many shortcomings. The 
trouble with following mechanical theories 
and ignoring everything else that takes 
place in the field of business or finance 
is that often a price movement, bullish or 
bearish, is pretty well on its way before 
the signal is given, A chartist will not in- 
frequently make the error of overlooking 
the longer-term aspects of a price swing 
by predicting a minor rally or decline in 
the market. This can at times be extremely 
confusing to the long-term investor. Prob- 
ably the most frequent error that some 
chartists make is vested in reluctance to 
admit incorrect interpretations. Where 
they should they 
merely stand pat. Nevertheless, after not- 
ing that charts are fallible, it is important 
to know what chartists are thinking, and 
the buy or sell signals which they indi- 
cate are well worth taking into account 
at any time. 


reverse themselves. 


Price Habits Vary 


Exponents of value will agree that some 
habitually 
while certain others are usually over- 
priced, 


securities are under-priced 
The prices of most securities, 
however, do tend to fluctuate periodically 
above and below pretty well established 
relative values as adjusted to market 
trends. There are many existing studies 
available which show the usual percent- 
age, or relative velocity, of appreciation 
or depreciation of a given stock, once a 
trend has become evident. This deviation 


between price and value sometimes 
reaches serious proportions. One such 
deviation occurred last summer when 


earnings alone certainly did not justify 
the extensive mark-down which occurred 
in the price structure. An investor mak- 


Stock Charts 


... AN AID OR HANDICAP 
IN JUDGING MARKET TRENDS 


KENNETH WARD 


‘he 


¥ 


ing his market commitments solely on 
estimated value often is misled and even- 
tually disillusioned. 

The foregoing leads naturally to refer- 
ence to the complementary work of chart- 
ist and statistician. The studious, qualified 
statistician recognizes the limitations of 
his analyses. He is aware that, while his 
research enables him to recognize value, 
it is the public’s opinion that makes the 
price. Public psychology, it may be re- 
peated, is always important in shaping 
the market. Many academic 
calculations purporting to show what this 
or that stock is worth can easily go astray 
unless due regard is paid to outside ele- 
ments. The statistician does something 
about these influences; that something 
grows from his recognition that the pres- 
ervation and appreciation of capital is not 
achieved solely by the study of funda- 
mental values but by fastening on to 
major price cycles which move in rela- 
tion to those values. Retaining his knowl- 
edge of values, he must also keep a finger 
on the public pulse and constantly be on 
the alert to take advantage of the recur- 
ring extravagances of public opinion and 
prejudices, both bullish and bearish. 

Such a researcher is better qualified to 
search out values in any group of stocks 
than those who rely upon charts alone. 

The thoroughly experienced statistician 
will endeavor to work with a_ trained 
chartist toward a common purpose, which 
is the preservation of capital and its 
growth. The work of one supports and 
strengthens the efforts of the other if the 
joint attitudes are cooperative. From in- 
telligent differences and varying points of 
there results a common meeting 
ground reflecting credit to the advisor and 
an advantage to the investor. The trail of 
stock prices, as revealed by charts, leaves 


securities 


view 
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a multitude of clues. They are easily read 
by astute observers. 

Some of these clues are accumulation 

. distribution . . . over-sold and over- 
hought conditions . . . resistance points 

. support levels . . . trends . 
tives ... minor and major reactions and 
a host of others, revealing themselves to 
the trained chartist. All these he may 
contribute to the open-minded statistician. 
For example, in 1943, a study of charts 
revealed that one of the most important 
moving picture stocks appeared definitely 
to be under accumulation. The stock had 
not previously been considered as a popu- 
lar investment medium. 


. objec- 


Upon investigating, however, the statis- 
tician discovered a tremendous improve- 
ment in the financial condition of the 
company, along with the prospect of a 
sizable up-trend of earnings. The stock 
was recommended to investors. The re- 
sult of this team-work of chartist and 
statistician was extremely profitable to 
buyers as the funds invested more than 
tripled in price subsequently. 

On the other hand, if the statistician 
has the ability to project through mathe- 
matical formula or other processes future 
values of stock, he may be able to warn 
the chartist when to expect any normal 
variation in the-value of a security among 





particular company; 


of active issues, time and again; 
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PRACTICAL CONTRIBUTIONS OF CHARTS TO RESEARCH 


Supplementing the fundamental uses of stock market charts, as presented 
in the accompanying article, these investor aids are offered: 

Charts arouse the investor's suspicions that the most obvious interpretation 
of current events, both economic and business, may not be the correct one; 


Charts enable the investor and trader to form at least a partial compre- 
hension of the attitude of large investment interests toward the stock of a 


Charts inform the investor as to what might be called the "market habits” 


Charts show by the measurement of accumulation and distribution the 
possibilities of the advance or decline of a stock; 


Charts showing volume as well as comparative price changes in relation to 
time will many times signal an important movement in the market. For 
example, the decline from the 1946 top (in May) to the low of the year 
(in October) took approximately 86 trading days and recorded a decline of 
about 53 points in the averages, and the decline from the February high this 
year to the May low covered exactly the same number of days, but the reac- 
tion was only 20 points in the averages; the volume was approximately one- 
third as great. This evidenced a drying-up of liquidation. 

Charts help the investor to crystalize and make more definite his judgment 
as to the best time to buy and sell. Perhaps more important than anything 
else, charts help to clarify the investor's mental attitude and free him from 
much of the confusion and uncertainty generated by an atte:npt to digest the 
continual flood of contradictory advice and rumors. 
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many under study. This interchange and 
correlation of ideas—their blending, so to 
speak—can be valuable, indeed, to an in- 
telligent and well-ordered investment pro- 
gram. It creates more confidence on the 
part of the investor if, when a report is 
prepared, it is free from hedging or 
double-talk. I would go so far as to say 
that such assistance is the investors safest 
refuge in this new, changing era which 
forces him to reduce his risks as far as 
possible in protecting his principal. 

In this article I am endeavoring to 
point out the uses and limitations of 
charts and, at the same time, promote a 
better understanding among statisticians. 
chartists and investors. There is bound 
to be a natural prejudice one way or the 
other, based upon past personal experi- 
ence. But these differences and prejudices 
can be ironed out if all parties concerned 


retain an open mind, 


Some Wobbly Comment 


There are others who may assist in 
promoting cooperative work of techni- 
cians and buyers of securities. Among 
them are certain financial services, still to 
be found in the modern securities market, 
which slant toward an impression of in- 
fallibility. Some published matter is so 
written that, no matter which way the 
stock market may be 
quoted that would appear to have antici- 
pated the actual trend. One investors’ 
aide not long ago advertised a secret 
theory of stock market operation, dressed 
the “ad” up with glamour and attracted a 
fairly large following. Such services ex- 
perience a persistent turnover of clientele 
and thrive on a continous flow of new 
accounts, IIl-feeling toward the securities 
market can hardly help but rise by such 
measures. Besides, they do not tend to im- 
prove the attitude of the public mind 
toward earnest statisticians, chartists and 


moves, excerpts 


(Continued on page 8) 








HE Marshall plan for aiding in the 
recovery of a self-aiding Europe ap- 
pealed strongly to stock market senti- 
ment at its of those 
major strokes of simple business logic 
which appears only occasionally A casual 
look at past records shows that some of 
them have worked while 
squelched by realistic 
friendly to their development. 
after World War I. 
bankers put on paper a formidable pro- 
gram for injecting this country into for- 
eign trade on a vast scale for those times. 
The projected capital amounted to $500.- 
000,000 . . . billions were still mentioned 
with awe .. . but the wheels had hardly 
begun to turn toward the erection of 


incidence as one 


others were 


conditions un- 


Soon American 


great corporation whose stocks would be 
held by hundreds of banks the 
project collided with an inert public re- 
The idea died quickly and seldom 
is recalled today. 

In 1901, young Charles M. Schwab, a 
lieutenant of Andrew Carnegie. brought 
the attention of J. Pierpont Morgan to 
the possibilities of a merger of steel com- 
panies. In broad 
solidation would tend to reduce costs of 
operation and management, in 
by reducing price slaughter which fre 
quently upset the industry; in another by 


be fe re 


ception. 


aspects a giant con- 


one wa\ 


stabilizing prices throughout a large sec- 
tion of the field: in another by permitting 
more flexible capital structures and pro- 
moting large financing. The program was 
opportune; the nation stood at the thres- 
hold of a pulsing enlargement of technical 
The program worked. 


and capital uses. 


Central Bank Idea Grew Slowly 


The idea of a central banking system 
for the United States, after 
through the stress of three or four bank- 
ing crises, was rounded out in 1913 amid 
much doubt 


simmering 


among users of credit. and 
bankers, The Federal 


Reserve System appeared to many for a 


among many too. 
time as un-American, extending too much 
power Business accepted 
the plan sluggishly. but before the rasping 
parts of the novel machine had been worn 


to government. 


in, a world war acted to prove the worth 
of the new mechanism. The device also. 


like the steel merger, proved to be timely 
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and the Reserve System has been the 
king-pin of this country’s financial struc- 


ture and an invaluable contribution to 


world-wide democratic processes ever 
since. 
Of the three incidents cited, two were 


effective for their purposes. The two suc- 
cessful ventures their 
immediate impact; the abortive trade ven- 
ture would have carried the participants 
into uncharted seas of intricate foreign 
markets and, later, the 
mazes of foreign politics. Public opinion 
accepted the steel merger and. although 
with initial reluctance, the Federal Re- 
serve as well because economic facts sup- 
ported them, 


were domestic in 


sooner or into 


Analogy with Marshall Plan 


Of the three, the enterprise which fell 
before it could mature comes the closest 
tc supplying an analogy to the Marshal! 
The logic behind each was almost 
elementary. The trade channels opened 
by the inability of England. Germany and 
World 


by the use of 


plan. 


France to carry on as_ before 
War I could be developed; 
capital and the great fleet of merchant 
ships built in this country our goods could 
be pressed on many new markets. The 
Marshall program merely calls for Euro- 
pean countries to measure their needs for 
the ensuing three or four 


years, lo de- 


termine how far these needs can be filled 
much 
of capital and goods will be required from 


at home and then calculate how 
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the outside, meaning 
the United States in 
particular. 

The foregoing, refer- 
ring to the Marshall 
plan, is, of course, over- 
simplified. No allow- 
ance is made for either 
the difficulties which 
any group of nations would have in setting 


By 


up a balance sheet, or for the reception 
which the American Congress would give 
the figures. The stock market of late June 
and July was, nevertheless, quick to see the 
constructive implications of what, in gen- 
eral terms, appeared to be an enterprise 
contributory to the stability of many lines 
of American production; a brake against 
the chance of a slow-down of manufactur- 
ing when the demand from domestic 
sources should begin to taper off. This im- 
pression could be labeled as realistic and 
hard-headed, whereas the public response, 
inside the securities market and outside as 
well, to the post-war trade scheme of more 
than a quarter-century ago was lukewarm 
from its first announcement. In_ other 
words, the analogy is only in respect to the 
related natures of the two ventures, both 
involving foreign trade and its financing. 
The passage of a quarter-century, the 
introduction of America to grave foreign 
problems and the involvement of this 
country in European political affairs in 
many lasting particulars, supply a fresh 
viewpoint, 
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market of recent weeks 
to the Marshall pro- 
gram requires some 
qualification which 
would be 


those who 


obvious to 
follow the 
course of stock prices 
from the short - term 
stocks listed on the 
New York Stock Exchange, as traced by 
the industrial average of Dow, Jones & 
Co., were in process of a recovery from the 
May 17 low of 163.21 when Secretary of 
State Marshall made his famous speech at 
Harvard University. Subsequently, in 
July, the average rose to a level about 14 
per cent above this year’s minimum before 
heading into a reversal. Market techni- 
cians gave credit to the proposal for or- 
ganized European aid for stimulating the 
later stages of the rally, but the explana- 
lion of the recession later on was rather 
generally ascribed to normal realization 
of capital gains after a considerable and 
somewhat brief recovery. 


angle. Common 


Elements of Downtrend 


The qualification extended this month 
to the preoccupation of many investors 
and traders with threatened strikes, not- 
ably that vested in the contest over the 
Ford Motor contract, while England’s 
dollar crisis chilled the sentiments of in- 
vestors toward equity securities. During 
the first flush of interest in Secretary 





Marshall’s proposal, the daily turnover on 
the Stock Exchange ran up to 1,000,000 
or more daily. When the market began 
to retrace some of its steps, dealings fell 
away again to the extent of 30 per ceni 
or more. 

The question naturally comes forward: 
if the stock market was rather quickly 
interrupted in its conventional processes 
for “discounting” the long-range business 
possibilities contained in the Marshall 
plan, will later consideration of the task 
of aiding a self-aiding 
investment and trading 
equities ? 


Europe arouse 
enthusiasm for 


Export Boom Analyzed 


It may be noted again that circum- 
stances have already injected the values 
of American production into the de- 
pressed European situation. This fact is 
self-evident to anyone who has traced our 
huge exports. True, private business has. 
thus far, shared only lightly; government 
loans and advances have carried the great 
bulk of trade operations, along with vast 
outright gifts. True, also, that foodstuffs 
have been especially prominent in the 
billions of dollars of shipments abroad. 
But now, as was not the case in 1919-1920, 
an international bank stands as a pivot 
around which revolves not only a pro- 
gram for public financing of European 
needs. Loans of hundreds of millions 
have already been made through this 
medium. A $250.000.000 bond issue re- 
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cently taken by American investors 
opened the way for additional financing. 

American sentiment is prepared for the 
extension of help to Europe to a far 
greater extent that it was a quarter-century 
ago. With sentiment supplemented by 
the practical medium afforded by the 
international bank, it would seem obvious 
that the foundation is firm for a combined 
effort of government and private interests 
to join in the tremendous enterprise of 
making a number of European countries 
going concerns again. Two hurdles of a 
height still to be measured stand across 
the highway to flexible, normal trade re- 
lationships—the European nations still 
are grappling with the task of fitting the 
Marshall plan to their joint requirements, 
and dwindling supplies of dollar exchange 
still threaten to bring about a mark-down 
of European importations before the pro- 
sram can be effected. 


Inventorying of Needs 


It is a strain to imagine that national 
differences and political jockeying may 
result in an impasse so far as the inven- 
torying of needs abroad are concerned: 
nations do not approach deliberate busi- 
ness suicide when relief from pressing 
troubles is offered. Capital is too adroit 
to be frustrated by problems which stand 
in the road to profitable employment; and 
leading European countries, although 
they are pinched, still have a great deal 
of resources to be pledged for loans or 
applied directly to the essential job of 
reconstruction. 

The record of other periods of crisis 
discloses that whenever the need for re- 
construction has arisen on a wholesale 
scale, as it has today, somehow or other 
the ways and means have been found to do 
the job. Powers of recuperation are not 
to be underestimated. 

The unfolding of the Marshall plan 
should supply investors with an absorb- 
ing field of study and research. With the 
attractive probability offered that con- 
summation of the program would tend 
to take up the slack in manufacturing 
when home demands begin to lessen, the 
prospect is translatable into terms of high 
employment and reasonable profits for a 
considerable period. 








Trend of Stock Prices from February Levels 


(Continued from page 3) 


cerns which were expected to be the main 
sufferers in any buyers’ strike, scarcely 
participated at all. 

If the February rise was selective, the 
May - July upturn was considerably more 
so. By actual count, on July 24, the day 
the Dow-Jones average closed at its peak 
of 186.85, only 14 of the 30 industrial 
issues making up this index closed above 
their February 8 levels when the average 
stood at 184.49, By far the greater part 
of the gain of 2.36 points in the index 
was accounted for by wide price rises 
in a handful of issues. To illustrate the 
statistical point under discussion these 
are listed below: 

Feb.8 July 24 
Close Close 
Allied Chemical & Dye.. 179 196 


Amer. Smelting & Refining 5712 63%4 


ge rere 52* 61144 
International Harvester .. 8 92 
Standard Oil of Calif..... 57% 6234 
Standard Oil (N. J.).... 69%, 80 
The Texas Company..... 5914 67% 


Union Carbide & Carbon. 9884 10914 


*Adjusted for split. 

Three oil issues and two chemicals, 
aided by Chrysler and International Har- 
vester, accounted for the major part of 
the rise in the widely used Dow-Jones 
industrial average. In these 
securities buyers followed solid demon- 
strations of earning power. The improved 
earnings of the petroleum companies were 
the stand-out feature of the spring mar- 
kets. Then Chrysler earned $36,122,457 
in the first half of 1947, against $26,- 
889,290 in the full year 1946. Union 
Carbide had a net of $36,071,000 in the 
six months ended last June 30, compared 
with $24,658.000 in the 1946 first half. 


selecting 


Industrial Groups Surveyed 

The way in which strength has been 
confined to a narrow segment of the list 
of securities naturally has attracted the 
attention of analysts among Stock Ex- 
change member firms. One technician, 
who dissected the market into 38 groups, 
each representing the equities of a single 
industry, found that only 11 of the groups 
passed their old February highs in July. 
In other words, 27 groups, or 71 per cent 
of the total, failed along with the rails 
to advance to new levels. 

The best gains were made by the oil, 
rayon, farm equipment, mail order and 
electrical equipment shares. Meanwhile 
the least favorable performances were 
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turned in by equities in the drug and 
cosmetic, rubber and amusement fields. 

Wherever a decided upturn in the price 
of an equity has occurred, it usually can 
be shown to have been an isolated in- 
stance, based upon a re-appraisal of an 
individual company’s prospects, rather 
than the result of a widespread marking 
up of share prices. The post-war period 
has not been lacking in adjustments, of 
varying intensity and direction, in the 
production and earnings rates of most 
lines of industry and transportation. It 
appears wiser in the long run to trace 
these adjustments through to the indi- 
vidual equity concerned, and make one’s 
decision accordingly, rather than to post- 
pone action while waiting for the over- 
all securities market to establish a broad 
price trend. 


Adjustments Occur Individually 


In the case of industrial concerns, ad- 
justments in manufacturing operations 
have been taking place singly and at 
separate times. Much the same process, 
with respect to prices of the equities in- 
volved, has been going on in the stock 
market for nearly a year now. There has 
been no dominant over-all trend in share 
prices—in fact, nearly a full year after 
last September's price break there still 





is debate as to the long-term direction 
of the market—instead prices have moved 
selectively based mainly upon changes in 
individual earnings prospects. 

In this situation analysts are devoting 
more attention to seeking out individual 
equities with valid prospects among the 
more than 1,350 stocks listed on the 
New York Stock Exchange, and possibly 
are less inclined to take their cue from 
the fluctuations of any stock price index, 
encompassing only 30, 50 or 60 issues, 
In any event, “watching the averages” is 
only the first rudiment of stock-market 
observation. With the number of issues 
available for trading on the Exchange 
reaching a record high number for all 
time—currently there are 16 per cent 
more share issues listed on its market 
than in the late 1920s—the need for indi- 
vidual research is greater, and the field 
wider, than has ever been the case before. 





Statistical and other factual infor- 
mation regarding any securities re- 
ferred to in THE EX€HANGE has been 
obtained from sources deemed to be 
reliable but THrt EXCHANGE assumes 
no responsibility for its accuracy or 
completeness. Neither ssuch informa- 
tion nor any reference to any particu- 
lar securities is intended to be or 
should be considered as in any way a 
recommendation for the purchase, sale 
or retention of any such securities. 














Use of Stock Charts 


(Continued from page 5) 


the people who follow the work of these 
technicians. 

Some financial writers, possibly inad- 
vertently, criticize statisticians and chart- 
ists as a group, like this—The recent 
break-through fooled the chartists,” or 
“Statisticians are confounded by the re- 
cent rise in securities prices.” General, 
off-hand assertions of this calibre tend to 
lessen confidence in serious research. 

Charts can be extremely valuable to the 
market letter writers. Market action very 
often reveals a preliminary indication that 
a stock has been under accumulation by 
strong buyers before any information, 
statistical or otherwise, has been made 
public. This sign of good buying should 
most rightly be brought to the attention 
of the statistician to investigate carefully, 
not only into the financial picture of a 
company but the industry as well. It is 
right here that the perfect team-work be- 
tween the chartist and the statistician usu- 


ally results in the correct answer. It al- 
ways helps to supplement the factual sta- 
tistical data with some personal inside 
information, if obtainable. 

The preservation and increase of capi- 
tal is an honorable profession pursued at 
great odds against many imponderable 
forces that tend to distort and destroy. At 
times these forces are apparent but more 
often they lie hidden. Their complete 
analysis is too difficult for any single 
mind to grasp. None of us is infallible. 
The best that we can hope for is through 
diligence and care to be right more often 
than we are wrong over longer periods 
and greater distances, 

This present era calls for alertness, 
flexibility, courage and above everything 
else integrity, especially if we are to gain 
and hold the confidence of investors. With 
the world daily brought closer together 
through the use of the radio and airplanes, 
many of the old factors in judging security 
prices are now only illusions. A chart is 
as indispensible to the investor as a com- 
pass is to the mariner and a radio direc- 
tion finder to the aviator. 
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Stockholder Cultivation 


Looms Larger ON CORPORATE HORIZON 
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By 

HERE can be no gainsaying the con- 

. siderable progress made during the 

last 10 years in cementing sound relations 

between the corporation and (1) the in- 

vesting public generally, and (2) the in- 

dividual corporation’s stockholders, par- 

ticularly. But what has been done in this 

area simply raises the curtain for a view 
of work still to be done. 


There is nothing obscure about the 
need; this has been quite evident to ob- 


servers of many management-employe 
union contests of recent memory. The 
unions have been notably aggressive—and 
successful—in getting their contentions 
before the public eye. Corporations, too, 
have engaged in considerable publicity 
efforts, setting their case before stock- 
holders and the general readers of news- 
papers. Too often, however, the corporate 
undertakings have savored of expediency ; 
action taken to offset an urgent impact of 
labor pressure of the moment. Far better 
it would be for corporate presentation of 
facts about themselves, particularly to 
stockholders who constitute an influential 
and growing segment of the “public,” in 
accordance with well-conceived and con- 
tinuous programs, 


Progress Described 


The results of research into the need 
for better stockholder relations will be 
cited in this discussion. But, first, the 
stage may be set by referring to examples 
of positive enterprises in this department 
of public relations— 


GENERAL MILts: This company holds 
stockholders’ annual meetings in several 


cities. The conferences (for the gather- 
ings are designed to have the effect of 
intimate consultations between manage- 
ment and stockholders in respect to com- 
pany affairs) are well publicized in order 
to bring as many shareholders as possible. 
The company goes in heavily for prod- 
uct advertising over the radio as well as 
through ordinary publication channels. 


THOMAS M. 


FORISTALL 

Goods are thus publicized, but listeners 
have no difficulty in catching the personal- 
ized intent of the programs. The per- 
sonalized slant of General Mills’ pub- 
lished matter is also evident; and _ this 
approach to the public and stockholders 
has long been followed. What results are 
in evidence? 


Aids Price Stability of Issue 


An answer to this question, as I view it, 
must be qualified to a certain extent, if 
statistics applying to General Mills’ stock 
be employed to indicate an important 
result. Certain corporations which are 
not noted for either public or stockholder 
cultivation see their common stock sell at 
prices which return as small, if not 
smaller, a yield to owners than the equity 


of General Mills. But. centering argu- 


ment upon General Mills common, we 
find some significant facts. 
The stock ended 1946 at 50°4, repre- 


senting a rise of 214 points in a year 
marked by a sharp general relapse of 


share prices. The Dow, Jones & Co. aver- 
age for 30 industrial common stocks de- 
clined 15.71 points in 1946. At 50%4, 
General Mills common afforded a yield of 
2.95 per cent on the basis of 1946 divi- 
dends, against an average yield of 4.26 
per cent for stocks in the Dow-Jones 
group. The deduction is permitted that 
the company’s stockholders were content, 
during the market furore, to retain their 
holdings. The further assumption is rea- 
sonable that causal relationship existed 
between stockholder stability and_ the 
management's persistent program for en- 
lightened stockholder relations. 
STANDARD Ort (N. J.): Besides wel- 
coming new stockholders to the list by 
letter, and sending another cordial letter 
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In its report for the year 1946 Goodyear illustrates that its 


stockholders comprise 


chanics, investors and businessmen. 


“a typical cross section of America, 
including farmers, school teachers, doctors, tradesmen, me- 
as well as schools and 
institutions.”” Many Goodyear employes have invested in the 
company’s securities. Including common and preferred, the 
company has 42,354 shareowners residing in all 48 states 
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if the stock is later sold, this company 
gives certain practical demonstrations of 
hearty interest in its shareowners. Stock- 
holders are carried by special train from 
New York City to the annual meeting at 
Flemington, N. J. (a 12-car train this 
year). Lunch is served them gratis at six 
different locations in Flemington. 

\ theatre is rented for the stockhold- 
ers’ meeting. Company officers are scat- 
tered through the audience and are called 
upon to answer questions about which 
they are more fully informed than the 
presiding officer. Employe-stockholders 
may attend to have their say in the pro- 
ceedings. When the meeting adjourned 
this year, each car seat for the return 
trip contained copies of two New York 
evening newspapers . , . selections to be 
made by readers in accordance with their 
political persuasions! 

These illustrations are presented not to 
emphasize the procedure of a couple of 
large companies or to minimize the stock- 
holder relations work of numerous other 


concerns which go into less elaborate 
detail in their efforts. Not a few cor- 


porations write frequently to their share. 
holders; some supply pertinent intorma- 
lion about their operations in enclosures 
checks; very 
many distribute their annual reports not 
only to stockholders but also to anyone 


accompanying dividend 


who asks for copies. Very many. too. 
these last few years have elaborated their 
reports and made 
tractive, promoting 
graphs, charts, etc. 


their appearance at- 
readability by photo- 


Offers Wide Opportunity 


The point of emphasis I desire to make 
is that the modernization of stockholder 
relations still has far to go to make the 
most of opportunity. Corporations would 
all like to see their stockholder lists grow 
consistently and the names stay; but there 
is more than that to cultivated relations. 
Knowledge and good-will pay off hand- 
somely when a corporation seeks new 
financing. The same elements aid in en- 
larging the market for products and ser- 
vices. The still wide open field may be 
presented by references to the results of 
recent surveys of the public’s understand- 
ing of corporate affairs. 

A survey completed by Opinion Re- 
search Corp., for Controllership Founda- 
tion, Inc., reveals the widespread prev- 
alence of misapprehension of corporate 
affairs. It reveals that more than half of 
the people in the United States either do 
not believe financial statements issued by 
our corporations or have deep-seated 
suspicion of their trustworthiness! More- 
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over, there is a too general lack of under- 
standing of accounting terms used in 
reports. Nearly half of those 
questioned could not define the term 
Practically one-third 
feels that business is “making too much 
High prices, according to 54 per 
cent of the people questioned, are the 
reason for these unduly large profits. 
generally makes a per unit net 
25 per cent, the average person 
an idea a world away from the 


business 
“earned surplus.” 


money. 


Business 
profit of 
believes 
truth, 

An equally wide area of economic 
illiteracy is revealed in another survey. 
made by the Association of National Ad- 
vertisers. The survey covered 100 cor- 
porations in their relations with their 
more than 3.500.000 stockholders. It dis- 
closed that the so-called “average” in- 
vestor is a statistical myth. Stockholders, 
it seems, actually are people, and labels 
won't stick on people. 


Few Send Reports to Employes 


All of the 100 corporations queried send 
their reports to others 
stockholders, but only 19 send the state- 
ments to their employes! More than half 
of the companies analyze their stockholder 


annual besides 


lists as to sex, location, profession, etc., 
but only 11 attempt to survey the owners 
of the business to obtain factual informa- 
tion or opinions, 

The 
holder relations is part and parcel of the 
general problem of public relations. The 
stockholder is one of the corporation’s 
several “publics” 
important, although the truth of this is 
the formulation of 
over-all public relations policy. All for- 


problem of management-stock- 


and one of its most 


often overlooked in 


ward-looking corporations today engage 
experts to handle employe relations, but 
very few companies have awakened to the 
need for engaging an expert to devote his 
time and talents to the development of 
siockholder relations. 

One of management's most effective in- 
struments for cementing sound relations 
with stockholders 
tive 


present and prospec- 
is its annual report. Yet, with all 
the improvements to date, the annual 
report to stockholders remains a sadly 
neglected opportunity, Three-fifths of our 
corporation managements still approach 
their report in a rush at the vear-end, 
selecting year after year a pamphlet with 
the same dreary format. and containing 
only (1) a few perfunctory observations 
of the obviously har#ied top executive. 
(2) the accountants’ formal certificate 
and (3) financial statements which seem 
like so much statistical double-talk. 





port is only one of the several instruments 
for welding together the various elements 
on which the corporation relies. Sound 
publicity in daily newspapers, in finan- 
cial publications and in trade magazines 
ranks high on the list. Curiously enough, 
though, the corporation executive who 
unhesitatingly authorizes the expenditure 
of millions of dollars annually for in- 
stitutional and product advertising will 
fail to appreciate the effective possibilities 
of getting his corporation’s story across in 
news articles in the public prints. 

The annual the dividend 
check, the proxy solicitation, the interim 
report are but a few of the many other 
instruments for telling the corporation’s 
It goes without saying that the 
management and the new stockholder get 
off to a good start in their relations 
when the newcomer receives from the 
chief executive officer a friendly letter of 
welcome. Yet, relatively few executives 
seem disposed to unbend that much, to 
say nothing of wishing Godspeed to the 
“departing” stockholder, or even of an- 
swering civilly the sincere letter written 
to him by an inquiring shareholder. 


meeting, 


story. 


Disclosure Aids Price Stability 


To such an executive the idea of com- 
plete candor at annual meetings, or of 
stockholders visiting new plants, is re- 
pugnant. Oddly, though, it is such an 
executive who is most deeply concerned 
because his vorporation’s stock sells in the 
open market on a high yield basis and at 
a low price in relation to earnings. Yet. 
if affairs of the company are known only 
to a few insiders and their country club 
friends, why shouldn’t the shares reflect 
the uncertainty in the minds of the gen- 
eral investing public? After all, it is on 
uncertainty that speculation and_ price 
volatility feed. Investment and market 
stability stem from the availability of 
information and from confidence. 

In the final analysis, competition in 
the capital market is no less keen than 
the competition for goods and services. 
The corporation with securities outstand- 
ing in hands of the public must compete 
with similar corporations and with other 
issuers of securities. How well a company 
will fare in the, markets for its goods or 
services will depend in no small part 
upon its results in the highly competitive 
capital market. It is in recognition of this 
basic factor that an increasing number 
of alert corporation managements are 
stressing the vital importance of cement- 
ing sound, wholesome relations with the 
investing public, 


But, however important, the annual re. | 
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Inc.. manufacturer of sterile surgical 
sutures; Chemical Construction Corpora- 
tion, which designs and builds plants for 
the heavy chemicals industry; and jointly 
owns with Pittsburgh Plate Glass Com- 
pany the Southern Alkali Corporation and 
the Southern Minerals Corporation; with 
International Paper Company, the Arizona 
Chemical Company; and with The Texas 
Company, it has acquired the Jefferson 
Chemical Company. 

Growth of Cyanamid has been through 
the acquisition of other companies and 
through expansion of acquired and exist- 
ing plants. In this 
expansion has been aided by Cyanamid’s 


more recent years 
extensive research program. Its research 
laboratories at Bound Brook, N. J., Pearl 
River, N. Y., and Stamford, Conn., have 
important instruments in aiding 
Cyanamid’s diversification program, 


’ 
yeen 


New Chemicals Produced 


A few of the interesting and recent de- 
velopments in which Cyanamid research 
has played a major part are folic acid, 
the new vitamin product used in the 
treatment of anemia; the Lanaset process 
for control of shrinkage in woolens; vol- 
ume production of melamine resins for 
use in plastics compounds, laminates, wet 
strength paper, various textile finishes, 
etc.; improved chemicals and_ processes 
for mineral dressing and coal preparation; 
and melamine, a chemical containing in 
a molecular rearrangement the same ele- 
ments as calcium cyanamide. the basic 
material with which Cyanamid started 
out forty years ago. 





CREAMERIES OF 
AMERICA, INC. 


650.000 Shares 


Common Stock, Par $l 


Ticker Symbol: CMA 











REAMERIES of America, Inc.. is 
ieee primarily in the production, 
purchase and distribution of fluid milk, 
cream and ice cream, Among its other 
products are butter, cheese, dried milk, 
frozen foods and beer. 

Twenty-seven plants and 23 distribu- 
tion stations are operated by the com- 
pany in California, Colorado, Idaho, New 
Mexico, Texas, Utah and in the Territory 
of Hawaii. Dairy farms also are operated 
at Bakersfield Calif.; Roswell, New Mex- 
ico, and Honolulu. Thus, the company 
follows the policy of concentrating opera- 
tions in the West where the population 
trend has been favorable. 

Last year the company’s sales of dairy 
products amounted to $18,437,007, or 
51.8 per cent of the $35,556,354 total vol- 
ume reported by the company for 1946. 
This compared with $6,844,978 in 1941, 
the last pre-war year. Sales of ice cream 
and other frozen confections in 1946 ag- 


Ice cream plant of Creameries of America at Los Angeles, Calif. 








gregated $9,457.995, or 26.6 per cent of 
the total. volume. compared with §$3.- 
798,139 in 1941, 

Butter and cheese account for only a 
small part of total sales, these products 
being made principally by the Idaho and 
Utah divisions to supply the sales require- 
ments of those and other divisions. While 
frozen food volume last year accounted 
for only 3.8 per cent of total sales. the 
dollar value of $1,346,964 compared with 
only $331,115 in 1941. Dividend pay- 
ments have been made at the rate of 35 
cents a share quarterly. 

Net income of Creameries of America. 
Inc.. for the year ended December 3}, 
1946, was, according to the company’s 
report, the highest for any year on ree- 
ord, amounting to $1,634,830, or $2.52 
per share of common stock, For the six 
months ended June 30, 1947, net income 
was $518,949, or 80 cents a share on the 
650,000 common shares now outstanding. 
This compared with $926,629, or $1.76 a 
share in the corresponding 1946 months 
on the 526,382 common shares then out- 
standing. In the June quarter of 1947 net 
income was equal to 45 cents a share. 
against 35 cents a share in the first three 
months of the year. 

While costs of labor and of materials 
were sharply higher than in the year 
before, the company’s selling prices did 
not advance to a corresponding degree, 


Trend of Hawaiian Sales 


In a recent letter to shareholders 
President G. S. McKenzie said, “During 
the first half of 1947, sales and earnings 
of our Hawaiian division were influenced 
adversely by plantation and maritime 
strikes which took place in the final quar- 
ter of 1946. These strikes prevented us 
from getting necessary supplies. forced 
temporary suspension of operations at our 
brewery, and, most important of all, they 
curtailed the purchasing power of a large 
segment of our Hawaiian customers. 

“In July, 1947, Hawaii was faced with 
another strike of workers at pineapple 
plantations which threatened loss of the 
crop and another decline 
purchasing power. However, the men soon 
returned to work, details of a new con- 
tract are being negotiated, and the pine- 
apple crop is being harvested. 


in consumer 


“The apparent ability of management 
and labor to resolve labor differences 
without resort to another disastrous stop- 
page of work is a favorable omen for the 
Islands’ economy. If industrial peace is 
maintained in Hawaii, better results may 
be expected from that important source of 
Creameries earnings.” 
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LYNCHBURG, VA. 

Only occasionally does an industry attain 
the comfortable position set by the fact that 
it can sell every pound or ton or gallon of 
the products it makes. Petroleum, from 
reports I see, is on such a pinnacle this year; 
also the motor car companies, the steel 
companies and perhaps others. The last 
time this happened in peace-time was in the 
late 1920s. In the former period, stocks were 
active and prices advanced pretty steadily. 
This time stocks lag a great deal and only 
now and then display any spirit of aggres- 
siveness. The difference is puzzling and 
rather discouraging to owners of stocks. Is 
it the result of a changed speculative psy- 
chology or high taxes or what? 


6. =. Ck. 


Epitor’s Note: THE ExcHANGE would not at- 
tempt to make even a categorical answer to 
these questions. The by-play of speculative im- 
pulses at any time, as compared with any other 
time, defies logical analysis. 


BOSTON, 


The used automobile market which, of 
course, generates no profits directly for the 
motor car companies, stirs one’s ire because 
of the high prices charged therein. Out- 
raged prospective customers are not back- 
ward in calling it a “black market.” But, if 
one stops to analyze it, despite the prices 
charged, especially for what are essentially 
brand new cars, this market is the real mar- 
ket, where the law of supply and demand 
operates. This market transacts business 
every day which can hardly be said of the 
dealer market in new autos. 


MASS. 


H. 1. 6. 


BRIDGETON, N. J. 


I have noticed occasional editorial addi- 
tions to letters to this magazine which em- 
phasize the principal purpose of the publi- 
cation—“the presentation of facts about 
listed securities and the Stock Exchange, 
along with comment by competent ob- 


servers’ —or words to this effect. Let me add 
something you seem to overlook. You print 
considerable material which induces read- 
ers to do some thinking about investments 
on their own hook. The C. R. Sanderson 
article in July was dead-center in this 
respect. 
B. R. 

FLUSHING, N. Y. 

Raw materials in any country are 
limited by nature. The United States used 
to have plenty of iron. The deposits have 
been tremendously reduced in the last 10 
years, much of them shot away in war muni- 
tions. A daily production of more than 
5.000.000 barrels of petroleum is eating 
rapidly into petroleum reserves. . . . With 
vast quantities of about everything a person 
can think of being shipped abroad, where 


will we stand in connection with home- 


needed elements in another 10 years? It. 


looks to me as though certain of our once 
sturdiest industries are becoming liquidating 
propositions. Will we be saying too soon, 
in an idiom of Pennsylvania, “Iron and oil 
and copper and lead is all?” 


C.K. SS. 


YOUNGSTOWN, 


Conversations with . . . men who, like my- 
self, work in the steel industry show they 
feel like I do about this summer’s market in 
steel company shares. Why do prices stay 
inactive much of the time, rising some, yes, 
but taking little notice of the way the busi- 
ness is zooming along? Operating costs are 
high, of course. Everyone knows that and 
persons who want to look can see that, high 
costs or not, the leading companies are mak- 
ing pretty good profits this year. Seems to 
me that the stock market is kept back by 
something or other that doesn’t affect the 
steel stocks directly but clouds out the dol- 
lars and cents’ mesning of steel earnings 
at this particular time. 


oO. 
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Letters to the editor in whole or in part, are presented here as a contribution to current 
discussion of investment, economic and general financial subjects of public interest. 


TOPEKA, KAN. 


That article by Charles R. Sanderson in 
the July number contained much _horse- 
sense, as it appealed to me, because it set 
down in an interesting way some important 
facts which need to be repeated now and 
then. Of course the long-established indus- 
trial companies do fill up to the brim the 
requirements of thousands of folk who want 
a fairly good income plus the opportunity 
(and the opportunity comes every now and 
then, stocks being what they are) to take 
out more money than is put into them. Pro- 
vided that a person wants to take a profit 
sometimes, or, to say it more soberly, to add 
to capital. But how many have sufficient 
patience—and wisdom—to stick to the tested 
stocks? How many wouldn’t rather “take a 
flyer” in an “attractive situation” that some- 
one tells them about, and without investigat- 
ing what they buy? 


H. R. 


NEW YORK CITY 


Much stress was laid by President Truman 
in his vetoes of the tax bill upon (1) a 
lowering of taxes would be _ inflationary 
when the battle against inflation remains to 
be won, and (2) the time to pay off Govern- 
ment debt is when the national income is 
high. A small personal tax reduction infla- 
tionary? Would a great many persons re- 
ceiving a 20 to 30 per cent reduction rush 
into the market to buy goods in short sup- 
ply? I wonder. Personal experience indi- 
cates that this would not occur among 
members of my family and various associ- 
ates. Rather, an up-tilt of modest propor- 
tions in our “take home” income would 
merely enable us to pay our bills with a 
little more ease. As to the effect upon busi- 
ness, wouldn’t business, instead of being 
stimulated by excessive new buying. react 
to individual income tax reductions by ex- 
periencing greater stability, stretching out 
the period of active production now enjoyed 
and devoutly hoped to be continued? 


S. OR. 
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Few would listen to him... YET— 


—far too many people depend 
on sources of financial information which 
are no more reliable than the fortune-teller! 


These are the people who accept worthless tips 
—from well-meaning friends—even from 
strangers who may not be so well-meaning. 


They act upon “tip sheet” lures of self- 

styled “experts” who are willing to predict the 
future course of almost everything—including 
the prices of securities. Such tipsters may 
promise you quick, easy riches—something 

no responsible adviser would do under 

any circumstances. 


On what, then, should the person who seeks 
a legitimate investment depend? On facts. 
On good judgment, based upon facts. 


Given sufficient factual information, it is 
possible to appraise the financial condition 

of a company, its operating ability, its competi- 
tive position, its prospects ...and to arrive 

at a reasoned investment decision. 

The New York Stock Exchange has, 

for many years, led a successful movement 

to make more information available about 

its listed securities. The facts are 

to be found in the reports of listed 
companies, in data filed with the 

New York Stock Exchange and the 

U.S. Securities and Exchange Commission, 
in the financial pages of the newspapers, 
and in the offices of Member Firms 

of this Exchange. 


We urge you to make use 
of this information. 


e New York STOCK EXCHANGE 
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